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COMING EVENTS
CALENDAR

September

22 - 25
National Business League
Annual Convention
Washington, D.C.
27 - 30
National Indian Education
Association
Annual Convention
Albuquerque, New Mexico
29 — October 2
National Bankers
Association
Annual Convention
Richmond, Virginia

AICPA RECEIVES AWARD
AWARD TO AICPA: Terrence
Scanlon, representing the Office
of Minority Business Enterprise
(OMBE) of the U.S. Department
of Commerce, presents to the
AICPA the Department’s Award
of Excellence for the Institute’s
work in aiding small and minor
ity-owned businesses through its
Small Business Development Pro
gram. Member Relations Divi
sion Director Nancy Myers —
who herself received a Certificate
of Appreciation — accepts on
behalf of the Institute as Small
Business Development Program
Manager Robert Robinson looks

on. The award reads: ‘Present
ed to AICPA in recognition of
outstanding achievement in sup
porting minority business enter
prise and equal business oppor
tunity for all Americans.” The
AICPA effort began in 1969 and
has aimed primarily at coordina
ting the various programs of
volunteer business assistance of
fered by state societies around
the country. The federal link
dates to 1972, when OMBE
funds were first awarded to the
Institute, as they have been con
tinuously since.

October

6-8
National Association of
Minority CPA Firms
Annual Conference/
Convention
New Orleans, Louisiana

November

18-20
American Association of
Spanish-Speaking
CPAs
Annual Meeting
Las Vegas, Nevada

AICPA PARTICIPATES IN
NATIONAL URBAN LEAGUE
CONFERENCE

The National Urban League held
its 65th annual conference in
Boston, Massachusetts, August
1-5, 1976 at the Sheraton Hotel.
Representatives of the American
Institute of Certified Public Ac
countants and members of the
Massachusetts Society of CPAs’
Equal Opportunity Committee
operated an information booth
at the conference which was
attended by over 6,000 people.
The theme of the conference was
“Towards a New Bill of Rights”
and much of the discussion was
on full employment and the right
to a job. The list of speakers ad
dressing this problem and the
other problems confronting this
country is quite impressive.
Among those who spoke were:
Senators Edward Brooke and
Ted Kennedy; Andrew Breim
mer, former Governor of the
Federal Reserve Board; Carla
Hills, Secretary, Department of
Housing and Urban Develop
ment; Henry Kissinger, Secretary
of State and Thomas Bradley,
Mayor of Los Angeles.
AICPA provided information to
people attending the convention
pertaining to accounting and
business assistance as well as
facts about what CPAs do. In
addition material was distributed
regarding the minority recruit
ment program of the Institute.
Over 500 Businessman’s Infor
mation Guides were distributed
as there was much interest in
developing new businesses. The

volunteers from the Massachu
setts Society of CPAs provided
assistance to individuals who had
specific accounting problems.
They were also helpful in ex
plaining the resources of the ac
counting profession to the many
students that visited the booth.

AICPA MINORITY RECRUIT
MENT & EQUAL OPPORTUN
ITY COMMITTEE TO AWARD
$400,000

NEW YORK — The American
Institute of Certified Public
Accountants expects to spend
nearly $400,000 in the 1977
fiscal year on assistance to min
ority students and predomin
antly black colleges.
The estimate was made by
Sharon L. Donahue, AICPA
manager of minority recruit
ment, who said the funds are to
be provided by the Department
of Health, Education and Welfare
and the American Accounting
Association, as well as the Ameri
can Institute.
The money will be disbursed in
three ways, Ms. Donahue said.
$62,000 will be awarded as
scholarships to 92 accounting
students attending 48 colleges
and universities. $78,000 will be
granted to eight emerging minor
ity colleges, to be used by them
for the awarding of scholarships.

The bulk of the funds will be
spent on a program for upgrading
the quality of accounting educa
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tion at predominantly black col
leges by helping faculty members
obtain doctoral degrees.
In addition to reimbursing the
teachers during their periods of
study for the Ph.D., up to
$16,000 will be given to each
of the schools from which they
are on leave to help attract quali
fied people to serve as their tem
porary replacements.

NATIONAL ASSOCIATION OF
MINORITY
CONTRACTORS
HOLD SEVENTH ANNUAL
CONVENTION IN SEATTLE,
WASHINGTON
Representatives of the AICPA
Small Business Development Pro
gram attended and participated
in the Seventh Annual National
Association of Minority Contrac
tors’ convention at the Washing
ton Plaza Hotel in Seattle,
Washington from June 29 to
July 3. The theme, “Building
a Renewed Spirit of ’76,” was
right in step with the U. S.
bicentennial celebration.
The
convention attracted approxi
mately 300 minority contractors
and suppliers from across the
United States to hear such noted
speakers as Peter Volpe, Senior
Vice-President of the Associated
General Contractors of America,
Honorable Daniel Evans, Gov
ernor, State of Washington, Dr.
Dixy Lee Ray, former chairman,
United States Atomic Energy
Commission, Congressmen Brock
Adams and Parren Mitchell and
Deputy Assistant to the Presi
dent for Urban Affairs, Arthur
Fletcher.
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The five day convention consis
ted of workshops where minority
contractors received information
and participated in lectures on
current trends in the industry,
the state of the economy,
strengthening professional and
trade associations, packaging and
joint venturing, finance and bon
ding, procurement, affirmative
action,
equal
employment
opportunity and enforcement,
women in construction and the
nuts and bolts of packaging. The
Small Business Development Pro
gram representatives distributed
the Businessman’s Information
Guide, brochures and other liter
ature to participants, as well as
information on business assis
tance programs offered by the
different state societies.

There were exhibits sponsored
by government agencies such as
the Small Business Administra
tion, the United States Energy
Research and Development Ad
ministration, Environmental Pro
tection Agency, Department of
Labor, Department of Housing
and Urban Development, Dep
artment of Health, Education
and Welfare. There were also
exhibits sponsored by major
corporations such as Alaska
Arctic Gas, IBM and others.
For information concerning the
activities of the National Asso
ciation of Minority Contrac
tors, contact:

John Bingham, President
National Association of
Minority Contractors
1518 K Street, N.W.
Room 406
Washington, D.C. 20005
202/347-8259

FINANCING A BUSINESS *
By Bert N. Mitchell, CPA

There are three basic ways to
finance a business: equity (or
capitalization), long-term loans,
and short-term loans.
These
three methods have a certain de
gree of interdependence on each
other. For example, if the inves
tors commit a reasonable amount
of money to the business, then a
lending source may be willing to
make some long-term capital
available; on the other hand, if
long-term debt is too high in
relationship to equity capital
then it might become difficult to
obtain short-term loans.

Different types of financing are
used for different business needs.
Equity capital — the amount the
investors put into the business —
should be used for start-up ex
penses and to provide a certain
level of working capital. Long
term loans are generally associa
ted with the acquisition of fixed
assets such as buildings and ma
chinery, and are sometimes need
ed for business expansion. Short
term loans, however, are used to
bridge the peaks and valleys in
the operating cash flow cycle.
There are different types of con
ditions that need to be present to
enable an enterprise to obtain
the various means of financing.
Equity financing (getting some
one to invest in your company)
will be heavily dependent upon
the historical as well as the cur
rent project profitability of the
company. If the company has
been highly profitable in the past
then the likelihood of additional
equity investment is very good.
Of course, this too is dependent
upon how much the new investor
has to pay for how much of the
company, and hence, how much
3

of the future profits he can ex
pect as his share. Equity invest
ment does not produce any guar
anteed rate of return since future
profits cannot be determined in
advance with any degree of exac
titude; expected future profits
could possibly turn out to be
losses. As a result, equity invest
ment is generally the riskiest
type of financing from the in
vestors’ point of view. However,
it has the potential of producing
the highest reward if the com
pany generates high profits.

Long Term Financing

Long term financing, which is
sometimes called debt financing,
generally carries a fixed rate of
return that is not dependent on
the level of profit. Some typical
types of long term financing are
bonds, mortgages and normal
business loans to be repaid over a
period of years. Mortgages and
long-term loans are generally se
cured by specific assets of the
borrower. Sometimes bonds are
also secured by specific assets
but most often they are unsecur
ed, in which case they are known
as debenture bonds. To induce
lenders to purchase debenture
bonds of a firm, these bonds
sometimes have a provision
which allows the purchaser to
switch his bonds into company
stock if the venture becomes
more profitable.
These are
known as convertible debentures.

If bonds are issued without the
convertible feature, the lender
(purchaser of the bonds) will be
repaid the amount of the bonds
at their maturity date whether
the price of the company’s stock
has gone up or down. However,
if the company’s stock price in
creases significantly, the investor
will generally be able to ex
change his bonds for stock at a

lower rate than the stock is
being sold to the public, thus
providing the investor an oppor
tunity to make a profit.
Equity Financing

Equity financing is obtained by
selling stock of the company.
Investments in the stocks of a
company, unlike bonds, are not
loans.
The issuing company
makes no agreement to repay the
purchaser at any given time. If
the company becomes bankrupt,
the investor in its stock is more
likely to lose all his investment
than the creditors of the com
pany who have made loans to it.
The stockholders of a company
are the owners, and therefore
have the highest degree of risk;
but at the same time they are the
most likely to make significant
profit if the company is success
ful. Most new companies start
out with a small number of
stockholders, and in many cases
a single individual owns all the
stock. If the business is success
ful over a period of years, other
investors will be willing to pur
chase the stock of the company
so that they can share in its pro
fits. The original investors will
then have an opportunity to sell
their stock for a much higher
price than they paid. They can
either issue new stock in the
company or sell some of the
shares previously issued to them,
or do both. This is how the ori
ginal investors make most of
their profit on a venture.
Short Term Financing

Short-term financing means tem
porary loans which are generally
repayable within a period of less
than one year. To obtain short
term loans the company should
have about twice as much cur
rent assets as current liabilities,
which would put it in a good
position to repay.

Short-term loans are generally
obtained to pay suppliers and
payroll, etc., at those periods of
the business cycle when the
company has to maintain a high
level of inventory or immediately
after the peak sales period when
accounts receivable are very high.
In other words, the company
must be able to show that within
a short period of time after it
receives the loan it will be able to
convert some of its non-cash
assets into cash, thus enabling it
to repay the debt. This type of
borrowing by a company has a
lot to do with its track record.
If the company has a good his
tory of repaying its short-term
loans on time, this enhances its
ability to obtain the appropriate
amount of cash it needs as the
needs arise.
TENNESSEE SOCIETY
ESTABLISHES ECONOMIC
OPPORTUNITY COMMITTEE
The Tennessee Society of Certi
fied Public Accountants has
announced the formation of an
Economic Opportunity Commit
tee to provide accounting and
other types of business assistance
to members of minority groups
who presently operate businesses
or are in the process of starting
a business.

Three chapter committees have
been formed in the cities of
Chattanooga, Memphis and Nash
ville. The chapter chairpersons
are presently developing ways to
provide free accounting assist
ance in their respective commun
ities. It is expected that most of
the assistance will be offered to
clients who are referred by
business resource centers, busi
ness development organizations
and other agencies providing
business assistance.
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THE MINNESOTA ACCOUN
TING AID SOCIETY

The Small Business Development
Program of the AICPA is present
ing a series of articles on Ac
counting Aid Societies.
The
following article on the Minne
sota Accounting Aid Society is
the first of this series.
The following article on the his
tory and philosophy of the
Minnesota Accounting Aid Soc
iety is being printed with mater
ials prepared and submitted by
the Minnesota Accounting Aid
Society.
The Small Business
Development Program wishes to
thank the Minnesota Accoun
ting Aid Society for giving us
permission to print their story
so that others may share and
benefit from their experiences.

Purpose

The Minnesota Accounting Aid
Society, Inc. (MAAS) is a non
profit, tax-exempt organization
formed for the purpose of pro
viding accounting services to
small businesses, non-profit or
ganizations and individuals who
could not otherwise afford such
services. Often times the success
or failure of an organization can
be traced to the quality of its
accounting and reporting infor
mation. Services by a profes
sional accountant are usually
necessary when an organization
is starting operations and for
advice in reporting and tax
requirements. MAAS provides
these services for no fee, when,
in the judgment of the execu
tive director, the organization
cannot afford to hire a profes
sional accountant.

When the MAAS was organized,
it was recognized that various

accounting organizations offered
volunteer assistance to disadvan
taged organizations and individ
uals. There were certainly many
worthwhile services performed
under the auspices of these
accounting organizations, but it
was felt that with MAAS to
serve as an “umbrella” organi
zation, there would be a central
group that could handle and
coordinate requests for service.

Accounting groups in the Twin
City area have accepted this
concept and representatives from
the following organizations are
on the MAAS board of directors:
—

—

—
—

Minnesota Society of Cert
ified Public Accountants
National Association of
Accountants
— St. Paul Chapter
— Viking Chapter —
Minneapolis
— North Star Chapter—
Minneapolis
Federal Government Ac
countants Association
American Society of
Women’s Accountants

These organizations now coordi
nate their socio-economic or
community services with MAAS,
and members of these groups
volunteer their time working
with MAAS clients.

—

— Providing advice in ac
counting matters such
as internal control
For Individuals:
— Periodically conduct
ing a training course
on accounting funda
mentals and financial
management
— Assisting low-income
persons prepare their
income tax returns.

MAAS does not perform audits
or render opinions on financial
statements. Also, MAAS is not
a bookkeeping service. Follow
up may be required on a period
ic basis, but MAAS will not per
form routine bookkeeping func
tions.

The accounting work is perform
ed by volunteer accountants.
Also, students from the Univer
sity of Minnesota are involved in
the Tax Assistance Program.
When a request for help is recei
ved, MAAS will decide on the
eligibility, determine the work to
be done, and assign the case to a
volunteer. Except for the Tax
Assistance Program which has
income requirements for eligi
bility, there are no specific
requirements for other services.
The executive director determi
nes the eligibility of a specific
client based on the circum
stances of the case.

History

MAAS was incorporated in July,
1971 and a board of directors
elected.
During that summer
its organizers attempted to se
cure funding from local foun
dations and the Federal govern
ment.
These attempts were
unsuccessful, but “seed” money
was obtained from the Minne
sota Society of Certified Public
Accountants, the National Asso
ciation of Accountants, 3M Fo
undation, Pillsbury, and the
Federal Government Account
ants Association.
The total
amount received was $10,960.
This was not enough to hire a
full-time executive director to
manage the organization, but
covered miscellaneous expenses
incidental to operating solely on
a volunteer basis. The Metro
politan Economic Development
Association (MEDA), a local
business development agency,
has provided MAAS with office
space, secretarial help, telephone
and office supplies. This sub
stantial in-kind contribution has
been a major factor in the suc
cess of MAAS.

Accomplishments

A significant number of clients
have been helped since MAAS
was organized, especially during
the past year:

Services

The services that are provided
can be summarized as follows:
—

For Small Businesses and
Non-profit Organizations:
— Setting up appropriate
accounting systems
— Assisting in the pre
paration of payroll and
income tax returns
— Preparing financial sta
tements and reports

Follow-up is coordinated bet
ween MAAS and the volunteer.
Should the need arise for ad
ditional work in the future, the
original volunteer is usually ask
ed to perform the necessary
services.
If the client subse
quently develops the financial
capacity to pay for accounting
services, he will be advised that
MAAS will no longer handle the
case and that he must contract
with a professional accountant.
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—

—

—

Over 30 small businesses
have been assisted on
such matters as setting up
accounting records, pre
paring financial statements
or filing tax returns.
Over 35 non-profit or
ganizations have been ad
vised on accounting sys
tems and reporting and tax
requirements.
Four seminars have been
held in the fundamentals

of accounting and finan
cial management.
Over
80 businessmen and wo
men have received cer
tificates of completion.
One student wrote to
MAAS after she completed
the course expressing her
appreciation and saying
“it was a tremendous
learning experience for
me.”
The Tax Assistance Pro
gram operated out of one
center during the year-end
1973 tax season. Over 50
persons qualified for help
resulting in refunds total
ing over $8,000.
Dur
ing the year-end 1974 tax
season, TAP operated out
of four centers and pre
pared returns for over
175 persons resulting of

net
refunds
of over
$25,000.
Over 2,500 hours of volunteer
time have been spent in perform
ing these services. The coopera
tion of accounting firms in pro
viding staff accountants and the
support of accountants associat
ed with the National Association
of Accountants, the Minnesota
Society of CPAs, Federal Gov
ernment Accountants Associa
tion and the American Society of
Women Accountants has been
excellent.

Funding
Because of the continuing diffi
culties in obtaining funding every
year and in order to establish a
degree of permanency and con
tinuity, MAAS has asked that
contributing organizations make

a three to five year commitment
of funds. If growth continues
and additional staff have to be
added, a more intensified fund
raising campaign will be con
ducted.
For further information on the
MAAS please contact:
James Cook,
Executive Director
Minnesota Accounting Aid
Society, Inc.
Suite 370
Hennepin Square
2021 East Hennepin Ave.
Minneapolis, MN 55413
612/378-1021

* Reprinted with Permission of Black
Enterprise; Copyright ®
1973 by Earl
G. Graves Publishing Company, Inc.
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